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Uear Applicant: R s

Thin refers to your appliastion for vecognitian of axemption from ° ‘
federal incoaze tax under anctton MWi(e)(d) of the Internal Revenue (ade. !

You were incorpurated undar the laws of tha State of N o
+ Your articles of incorporation provide that your purpcse
is to entablish an intardenominational religicus brotherhnod for religious,
charftable, and educational purposes within the meaning of section
$01(e)(3) of the Coda.

tour spplication and subsequent subuissfons state that you amei-t
the wantally and/or physically handicapped Ly seststing in traintng and
aducation prograna for these persone, and providing tramsportattewn ko
training and/ox therapy aites and ta raligtoua services as needud. Yoo
serve those who “fall zshrough the aracke™ of the poctal sevvice natworhe, |
by acting as &dvocates on their hehalf. You provide refarrals tu agenales :
that can provide halp and oftan act as advocatas to ensuvre that help s
provided tn a tizely mansuer.

You also state that you provide services to the community in peneral

throuih participation fn such organizations as [INGEGEG

I - In addfitioa you provide direct service to those
sectors of the (ounmunity not eerved by other organizatfons. The prisary
thrust of this yrogram now is to providy spirftual, heaith, and life atyle
counseling and education to the homosexusl community.

Your bylaws provide that all professed membors of your ordar who
hold seculcr employment shall contribdute their income o the order. At
presenc, [N, yoor Provincial and a mender of your Board
of Trustees, donatug his eatire salary to your o-ganization. Substantially
all of your support has been derived from this source. Your futura sup~
part will also be derived in subetantial part fros IIIIEIEGEGEGEGEN.

A veviev of your expeases for the fivst six montha otf‘. Bl shows that,
ot total expenses of YN, *HEEN v29 attridutable t. rent and utilitfes
for your chagter house. You provide housing for your mombers {» this facility.
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You ale0 used organtzat! nal fusds to provids food, elothing and nedical
sxpanses for your neabers at a wook of SN,

Accordiag te your propoped dudgete for I and [, you wtil
continue to darive substanktally all of your suppoxt frow the sarnings of
a momber and providn shelter, food, clothing and medical actention for

your ssabars. FPor example, of your ostimated Il expences of SHEJEEN,
SHEE vil1 go tovard providing shelter, food, snd medical care for your

nenbors. The majority of your Il vudgat 1s likewise intended for these
personal expenditures.

Section 301(c)(3) of the Code provides, in purt; for the recognttion
of exemption from fedaral incoss tax of organisetions orgsnized and
operated exclusively for charfitsble or educatfonel purposes, no part of

the net earnings of which fnures to the benaffit of any private shareholder
or fadividual.

Section 1,501(e)(3)=1(c){2) of the Inccme Tax Regulatfons prov!des
that an organization is not oparated exalueively for one or wors exeapt
purposes 1if 1its net earnings {nurs in whole or fn part fo the benefit of
privats sharcholdars or individuals.

Section 1.501¢e)(3)=1(d)(1)(44) of the regulations provides that an
nrganization is oot organized or operated exclusively for an exempt
purpose unlese it sorves a public rathexr then a private interest.

In Better BJusiness Buresu v. U.8., 326 U.8. 279 (1943), the U.S.
Supreae Court concluded that the pressnce of s singls nonexespt purpoge,
Lf subdstantial in nature, vill disqualify a potential exempt organization,
tnotvithstanding the number or importance of truly exempt purposes.

In The Pounding Church of Scientology v. United States, 412 F. 2d
1197(Ct CL. 1969; cert. den., 397 U.3. 1009 (1970), the court, without
considoring the organization's beliefs, held that it did oot quslify for

exemption under s#crfon 501(e)(3) of the Code, because ite net sarainga
{nured to the organization's founder and family..

A relfgious comaunity whose members donated all their possessions and,
1f employed outside the nrganiistion, their salaries to the organtssetion,
and which provided its members benefits in the form of food, clothing,
sheltor, medical cara, recrestional facilities, and educstional services,
wves held not exenpt as s religious organization. Ia this csee, Beth - El
Ministries, Inc. v. Mnited States, 79~2 UBTC, 9412 (D.D.C, 1979), tha
court concluded that private benefits inured to the bemefit of the orgeni~
gation's members becausc the organiasticn paid their liviag expetwes.

Saction 501(4) of the Coda providea exswption for a religlous or
apostolic sssociation 1f: .




(a) 4t has a commopn or community tressury, even {f it “npapes in
business for the common benafit of its membersi and

(h) the meabers fnclude fn thefr gross fneces thelr RVC ¢abh whares,
whether distributed or not, of the taxable incawe #f the Asdnuiatigp
or corporation for th:y year.

Reve Rul. 80-332, 1980~2 C.5. 34 atates that I an orgaalanting 1s

substantially de~endent on wages earnad by wowe af (%s senbarve fram qutside

eaployment rather than an internally operated buulnwan, 1t does wag
qualify for exemption under amction 301(d) of the (ude.

It ia clear from the {nformation presaented adbove that you have

expended in the past end intend to expend in the future a substantial pact of

your budget for the private henefit of your members by providing for
their shelter, food, clothing, and medical expenses. This resules in
your net earnings inuring to the benefit of private iadividuals, coatrary

to the provisions of section 301(c)(3) of the Code and section 1,501\¢)(3)~

(4)(1)(L4) of the regulations, cited above. As indicated in the last two
cases suamarize! above, the courte have upheld the Servica'’s unfavorable
rulings issued to religious organigations operated in this nanser.

Baeed ou the discusaion above, ve conclude that you are not operatd
exclusivaly for chavitabla purposes. Accordingly, you dn nar qualfiy for
recognition of exemptinn from federal {ncome tax under section 501(c)(})
of the Code. Although you have not sought exeapt status uidey gection
501(d), wa note that you would not quslify under this secrian hecaune
subatantially all of your income is darived from A member's warnings from
outside onployment.

You are requiced to file federal income tax returns. Cnntributions
to you are not deductible under section 170 of the Coda.

You have the right to protest our ruling if you beliave that it is
incorrect. To proteat, you should submit a statement of your views, with
a full explanstion of your reasoning. Thie astatement must be gumbhitted
within 30 days of tha date of this letter and must be signed by one of
your officers. You also have a right to a conferenca in this office
aftar your statement is submitted, If you want a conference, you must
request it when you file your proteat statement. If you are to be
represented by someone who is not one of your offfcera, he/she must file

a proper power of attorney and otherwise qualify undar our Confarence and
Practice Reaquirements.

If you do not protest this proposed ruling io a timely manner, it
will be consfdered by the Ilaternal Revenus Sarvice ss a faflure to
exhaust available adminfistrative remediea. Section 7428(b)(2) of the Cole
provides, in pert, that a declaratory judgment or decree under this
section ghall not be fssued fn sny proceding unlesa the Tax Court, the
Clafms Court, or the District Court of the United States for the District
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of Columbia detaraines that the organisation involved has axhausted
aduinistrative remedfies avafladle to it within the Internal Devenwe Rervige.

1f «n do not hear fr.a you within 30 days, this ruling will bedoas
final and copies will ba forwarded to your hay distrige Director, ol
Thereafter, if 7ou have asy questions abaut ysur federal incoma tax =
contact your key Dlatrict Directer. :

sineately yours,

Chief, Bxewpt Organizarions
Rulinge Branch

¢c: DD, Baltimore
Attn: EO Group




